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W. Fitzpatrick, 


To the Shareholders: 


The substantial improvement in sales, cash flow 
and net earnings recorded by the Company in 1972 
reflects the inclusion, for the first time, of the sales 
and earnings of Barber Machinery Co. Limited and 
the Eagle Industries Limited group of companies 
both of which were acquired in the last week of 1971 
and therefore were not included in the 1971 results. 

The initial effect of these acquisitions on your 
investment in the Company is clearly evident in the 
comparison of 1972 net_ earnings and cash flow per 
share performance with the | previous year. In 1972 
the Company recorded net earnings of $1,017, 017,646 or 
21¢ per share as compared with $195,425 or or 4¢ p per 
share in the previous year. Cash flow from oper- 
ations before current income taxes in 1972 of 
$1,537,509 or 32¢ per share was up $1,282,273 or 
26¢ per share from the level experienced in 1971. 

1972 earnings and operating cash flow recorded 
by the companies acquired at the end of 1971 were 
slightly below the level experienced in the previous 
year despite the attainment of record sales levels by 
both Barber Industries and Crown Caterers Co. Ltd. 
Escalating labour and material costs tended to offset 
the favourable effect of sales growth. Price increases 
introduced late in the fourth quarter are expected to 
contribute to an improved performance by these 
units in 1973. 


Several administrative and legal steps were 
taken during the year to complete the integration of 
the acquired companies. In June, Barber Machinery 
Co. Limited became a division of the Company to be 
known henceforth as “Barber Industries a part of 
Bralorne Resources Limited”. 


After careful study it was decided that some of 
the Eagle Industries Limited units did not fit the 
Company’s long-term plans. Two subsidiaries with 
small scale operations in the catering and car wash 
fields were sold and other inactive subsidiaries were 
liquidated. The remaining major operations of Eagle 
Industries Limited, namely Crown Caterers Co. Ltd. 
and Bruce Rome Construction Ltd., became separate 
divisions of Bralorne Resources Limited, effective 
January 1, 1973. 


In 1973 the Company intends to expand its 
petroleum support activities through participation in 
: the contract transportation business in the rapidly 
expanding Mackenzie Delta region. Contracts have 
‘ been awarded for the construction of two river tugs 
: and four river barges with operations to commence 
) with the opening of the 1973 summer navigation 


season. 
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Your Company’s major mineral exploration 
thrust in 1972 was directed toward the Savanna 
Creek coking coal property in southwestern Alberta 
where a further $175,000 program was undertaken on 
behalf of the investing syndicate. A 50 claim block 
in the Robb Lake area of British Columbia, in the 
general vicinity of the Barrier Reef-Texas Gulf lead- 
zinc find, was acquired and preliminary geochemical 
evaluation completed. All other previously acquired 
mineral claims were maintained in good standing. 


In view of the rapid increase and continuing 
optimism in respect to the price of gold, your 
Company’s 1973 mineral exploration program will be 
largely dedicated to a re-evaluation of the former 
Bralorne Pioneer gold mine complex. Preliminary 
geological studies have been completed and a 
drilling program aimed at exploring several target 
areas in the upper levels of the existing workings is 
in the design stage. A start in the second quarter 
is planned. 


The Company’s mining production efforts were 
concentrated on the Bradina Joint Venture zinc, 
silver and copper mine near Houston, British 
Columbia, which commenced start-up late in the 
first quarter of the year. Operation of this property 
has proven to be most difficult resulting in a pro- 
longed start-up period which extended through the 
balance of 1972. The mine is currently operating at 
500 tons per day on a continuous basis. While some 
cash flow is provided at this activity level, the 


desired capital recovery rate will not be achieved 
until the 600 ton per day operation planned for 1973 
is attained. 


Your Company's interest in petroleum explora- 
tion and production in 1972 continued through its 
investment in Bracell Petroleums Limited, which 
company experienced another year of good cash 
flow growth. Total 1972 operating cash flow was 
$828,078, up $121,390 from the previous year. You 
are reminded that Bralorne did not consolidate its 
48% interest in this cash flow. 


In 1973 Bralorne intends to establish a direct 
participation in petroleum exploration and produc- 
tion either through acquisition of existing companies 
or establishment of its own oil and gas division. 


Your Directors look forward optimistically to 
1973 and subsequent years, believing that natural 
resource development will continue to expand, 
particularly in the Arctic and Mackenzie Delta area. 
However, this optimism must be tempered by recent 
or proposed legislative action by federal or pro- 
vincial governments which may well discourage 
investment in resource development or unduly 
restrict such activities. 


On September 30, 1972 Mr. George H. 
Davenport retired from his position as Vice- 
Chairman of the Board after 39 years’ association 
with the Company, eight years of which were served 
as President. Mr. Davenport was responsible for the 
Company’s entry into the petroleum field in 1963 
and the initial investments provided a base for sub- 
sequent growth into the present substantial invest- 
ment in Bracell Petroleums Limited. The contribution 
of Mr. Davenport to the Company is gratefully 
acknowledged. 


1972 was in many ways a difficult year for the 
staff of the Company in terms of the challenges 
associated with the start-up of new operations and 
the integration of the 1971 acquisitions. The Direc- 
tors wish to particularly acknowledge the efforts and 
loyalty of all employees, both new and old, during 
this transitional period. 


On Behalf of the Board, 


“Dance Ye 


Paul Porzelt 
Chairman 


F. W. Fitzpatrick 
President 


March 8, 1973 
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FINANCIAL REVIEW 


The financial results of operations for the year 
1972, as presented in the accompanying consoli- 
dated balance sheet and statements of earnings and 
Piss: 4 source and disposition of working capital, reflect a 
Nout RED! seep PO. ie eae full fiscal period incorporating earnings of the sub- 
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sidiary companies acquired in December, 1971. The 
acquisitions were consolidated for balance sheet 
purposes as at December 31, 1971, and comparison 
with December 31, 1972, is valid; however, the 
statement of earnings comparison of 1971 and 1972 
results is not meaningful because 1971 did not 
reflect the results of the operations of the acquired 
companies, as acquisition was effected only at the 
end of the fiscal year. 

In 1972, the Company had net earnings of 
$1,017,646, or 21¢ per share, on the basis of con- 
solidated results; in 1971, the unconsolidated 
earnings were $195,425, or 4¢ per share. 

The dramatic increase is fully attributable to 
the acquired operations as the Company had no 
other material change in its sources of revenue. 
Sales revenue was derived from the principal 
divisions as follows: 


P. G. Wiseman, Secretary 
P. N. Toogood, Comptroller 


(RUGrol ee Presicontieinance Barber (industries... ....02. ss... $ 9,344,000 58.3% 
Grown Calerel sae ene eres Bat | O00 Mang 
Bruce Rome Construction... 1,434,000 8.9 
Othen SOuLces# na anaes 140,000 &I 


$16,030,000 100.0% 


During the year, certain lesser subsidiary com- 
panies which did not fit in with other operating 
divisions were sold for substantially the cost of in- 
vestment. Sales revenues, costs and earnings of these 
companies were included in interim reports to 
shareholders, but are not reflected in the accom- 
panying financial statements. 

For the year, your Company reflected $82,671 
as its interest in the retained earnings of Bracell 
Petroleums Limited (formerly Bralorne Oil & Gas 
Limited). The Company’s investment remained 
constant at 2,041,295 shares, which represented 54% 
of the outstanding capital stock at December 31, 
1971. During 1972, Bracell issued additional treasury 
shares in accordance with its share option agree- 
ment with Celanese Resources Limited, with the 
result that your Company’s interest was reduced to 
48% as at December 31, 1972. Additional com- 
mentary is provided in Note 3 to the financial 
statements. 

Interest on bank borrowings to make the 1971 
acquisitions amounted to $300,000 which was sub- 
stantially more than offset by the earnings of the 
acquired companies. 


The accompanying statements reflect your 
Company’s participation in the Bradina Joint 
Venture only to the extent of its direct investment 
amounting to $3,504,568, an increase of $2,179,625 
during 1972. As the Venture was considered to be in 
a pre-production stage for 1972, no profit or loss 
is reported. 

Your attention is directed to Note 11 to the 
financial statements and the reference thereto in the 
Auditors’ Report. The note sets out technical com- 
mentary on a change the Company has decided to 
make with respect to the question of providing for 
deferred taxes on current income. In most instances, 
taxable companies apply, for tax purposes, maximum 
allowable amortization of expenditures to minimize 
current taxes, although part of such expenditures 
may be properly amortized in the reported accounts 
of the company over a longer period in order to 
relate the expenditure more accurately with future 
income. It has been advocated by some accounting 
authorities that provision for income taxes should 
be based on the reported earnings for the year and 
that when timing differences occur between account- 
ing income and taxable income, income taxes should 
be accounted for on the tax allocation basis. The 
amount by which income tax calculated on this 
basis exceeds taxes currently payable is considered 
to represent the deferring to future periods of a 
benefit obtained currently. The suitability of this 
accounting treatment for natural resource entities, 
particularly those in the extractive industries, is not 
accepted by your Company. A company such as 
Bralorne is continually engaged in exploration for 
base, precious, industrial and petroleum minerals, 
and, as a consequence, undertakes expenditures on 
a current basis which must be related to future in- 
come which is expected but not assured. There is no 
disagreement that it is proper to apply the expendi- 


SUMMARY OF CASH FLOW AND NET EARNINGS 


1972 
Cash Flow 
BerOreianes dine taimians hits au ind eager $1,537,509 
Pass icin earime see eee ehcooae cage ee eed cau she 
VAT Rely Casi ers tesa ae TaUa el Ny earltnag He ertinenet dr $1,328,282 
DSi STAT Cae Calista mel ietr teeth ene eels tt 27 AG 
Net Earnings 
BetOreutaKxes cusaitopracitesien el lmt cia tant, $1,226,873 
Peresiianes pan iicnilas ah toeaeicaeeeiate 25.3¢ 
PALF UE cUK Gaiety Merrie otier treeshond Runes tarnemeticr asia $1,017,646 
Piast Stieeusre mere tei uation atiel fnida nee 21.0¢ 


tures at the earliest possible time to extinguish 
actual tax liabilities while concurrently deferring 
their amortization in presenting the accounts of the 
Company. However, it is the opinion of your man- 
agement that it is not warranted, given the nature of 
our business, to make a provision in the current 
year’s operations to provide for a tax liability which 
does not currently exist and may well never mater- 
ialize. This method of interpretation and presenta- 
tion is consistent with that of most of the oil and gas 
exploration companies in Canada, at least with 
respect to exploration expenses. Your Company has 
applied this presentation to all amortized expenses, 
including depreciation, with the result that no pro- 
vision was made for deferred income taxes of ap- 
proximately $200,000 in respect of exploration 
expenditures and $141,000 in respect of depreciation 
and other charges. As Bralorne has been engaged in 
the extractive industry for the past forty years and 
intends to be so engaged in the future, it has de- 
cided to adopt an accounting presentation which 
will present more accurately the annual and aggre- 
gate financial position of your Company. 

As anticipated in the 1971 Annual Report, the 
acquired subsidiaries were converted into direct 
divisions of Bralorne for improved efficiency. The 
conversion of the subsidiaries was not achieved until 
mid-year in the case of Barber Industries, or until 
year end in the case of the Eagle group of com- 
panies, and some tax on current income was in- 
curred. As the Company has a substantial backlog of 
business losses and exploration and development 
costs to be applied against future income, it is ex- 
pected that no income taxes will be exigible for 
some years. 

At the present time, the Company enjoys a 
sound financial position and is well established to 
participate in further growth opportunities. 


1971 1970 1969 1968 
$255,236 $527,434 $632,811 $685,214 
5.3¢ 10.9¢ 13.0¢ 14.1¢ 
$255,236 $527,434 $632,811 $685,214 
5.3¢ 10.9¢ 13.0¢ 14.1¢ 
$195,425 $(66,284)  $(64,031) $361,302 
4.0¢ (1.4¢) (1.3¢) 7.4¢ 
$195,425  $(66,284)  $(64,031) $361,302 
4.0¢ (1.4¢) (1.3¢) 7.4¢ 


Restated to exclude extraordinary item of $206,585 in 1968 and to exclude provision for deferred income taxes. 


GENERAL REVIEW 
RESOURCE SUPPORT ACTIVITIES 


Overall, these activities, new to Bralorne in 
1972, contributed over $16 million to revenues for 
the fiscal year. This is in line with our expectations 
when the acquisitions were made at the end of 1971. 


P_S. Grant, President, 
Barber industries 
_W. Johnson, Vice-President 
_W. Campbell, Comptroller 
=. H. Brennan, Calgary Operations 
Manager 
j. D. Matthews, General Sales Manager 
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Barber Industries 


In 1972 net sales amounted to $9,343,812 com- 
pared with $8,818,945 during the previous year. 

The prime source of business and growth of 
Barber has been the petroleum industry which it is 
well located to serve, with plants in Calgary and 
Edmonton, Alberta, employing about 350 persons. 
Together, these represent one of the largest metal 
fabricating operations in western Canada. In addi- 
tion to a wide range of products, Barber offers com- 
prehensive repair facilities at both plants and is 
equipped with mobile units to service Customers in 
the field where necessary. The marketing area for 
petroleum industry products continues to grow and 
during 1972 wellhead and other equipment was 
exported to India. 

New emphasis is now being placed on servicing 
the mining industry and Barber has customers in 
coal mining in the Crowsnest Pass and in the copper 


and molybdenum mines in the Highland Valley of 
British Columbia. Potential for growth is considered 
excellent and recently, enquiries have come from as 
far east as Newfoundland and as distant as Peru. 

In other fields, Barber manufactures a great 
variety of products including such things as standard 
and high-mast lighting structures, highway direc- 
tional signs, and balls for vehicle trailer hitches. 

The highest calibre of engineering competence 
and product performance is the Barber standard and 
this is backed by an engineering department special- 
izing in research, design and development. Some 
recent innovations were: 

The assembly of acid and cement units used in 
the completion and reworking of oil and gas wells on 
one truck rather than having one for each. Five of 
these units were recently ordered. 

A hopper car used in the tar sands where petro- 
leum is, in effect, mined. More than 5,000 tons per 
hour are excavated by a bucket wheel and pass 
through the hopper car onto a conveyor belt which 
carries the sand to the extraction plant. 

Aluminum pallets and skid-mounted 6,000 
gallon fuel containers designed to fit into the 
Hercules aircraft with which Pacific Western 
Airlines services the north. 


From upper right: 


Machining an oilwell 
casing head 


Aluminum pallet and fuel 
container for Hercules aircraft 


Tar Sands hopper car 


Bruce Rome Construction 


Operating revenues totalled $1,434,156 in 1972, 
an increase of about 10% over 1971. 

This division is primarily active in seismic line 
cutting and road building in northern Canada. 
Activities in these areas are limited to the winter 
months when frozen ground and water provide ade- 
quate support for the necessary equipment, and ina 
typical winter season 1,500 to 2,000 miles of seismic 
lines are cut. These form the base lines to be 
traversed by geophysical equipment in the search 
for petroleum and natural gas deposits. In summer 
the innumerable lakes and watercourses and the 
muskeg or swampy nature of the ground make travel 
away from the major rivers virtually impossible 
except by air. 

About sixty men are employed to operate 24 
crawler tractors, 2 graders, 6 scrapers and 15 trucks. 
The activity of this division is limited by the amount 
of equipment, which is fully committed during 
winter months. Efforts are being made to develop 
new contracts with mining companies which would 
provide better continuity of operations on a year 
round basis. Recent improvements in world copper 
prices have brought indications of the opening, or 


C.A. Skaar, General Manager 
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rs ati aor” a Rava — re-opening, of mines in the Fort Nelson area. 

a pb This division also contracts for public highway 
construction including a portion of a major new 
road to connect Fort Nelson with Fort Simpson in 
the Northwest Territories. 
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Road construction 


Seismic line 
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Crown Caterers 


Similarly, the activities of this division are con- 
centrated in the winter months, serving many major 
oil companies in the far north. At the peak of the 
1972-1973 winter season about 120 camps were oper- 
ating, serving 1,400 men daily. Thirty-one of these 
camps were above the Arctic Circle with nine on 
individual Arctic islands and a rather unique one on 
an artificial island built in the Beaufort Sea to serve 
as adrilling platform. The main base for operations 
is in Edmonton and to better serve its Customers, 

a sales office was opened in Calgary and a storage 
warehouse and office facility was put into operation 
at Inuvik near the Arctic Coast. 

1972 was a year of extraordinary growth for this 
division with over 1.2 million meals being served and 
sales growing from $3,274,153 in 1971 to $5,111,924. 
Earnings increased but did not keep pace with sales, 
being adversely affected by substantial increases in 
the costs of labour and supplies. Price increases, 
now effective, will offset cost increases to some 
degree but it appears that inflation will be a 
continuing problem. 


Crown Caterers’ camps in the Inuvik area 


D. H. Claughton, President (seated centre) with from right. 
K. J. Key, Comptroller 

W. R. Spencer, General Manager 
B. A. Cole 

M. Piscia 

L. J. Galenza 


MINING & EXPLORATION 
Bradina Joint Venture 


The Bradina Joint Venture is comprised of 
Nadina Explorations Limited (N.P.L.), Pacific Petro- 
leums Ltd. and Bralorne Resources Limited. Bralorne 
and Pacific undertook to place the property of 
Nadina into production and construction was started 
in the late summer of 1971. Construction of the mill 
and surface facilities was substantially completed in 
the spring of 1972, although certain modifications 
requiring Capital expenditures were made during the 
balance of the year. The nature of the ore body and 
the complexity of the mineralization has required 
considerable experimenting with methods of mining 
and milling, making it difficult for either mine or 
mill to achieve full productivity and efficiency. 
These difficulties were compounded with problems 
of recruiting an adequate and experienced work 
force, and there was extensive turnover of personnel 
during the year. 

It was considered that the property did not 
achieve a satisfactory level of production and 
efficiency during 1972, and, for this reason, the 
period has been treated in its entirety as a pre- 
oroduction phase. The value of concentrates pro- 
duced during this period has been treated as a 
pre-production credit. 

Note 4 to the Company’s financial statements 
oresents a condensed balance sheet and statement 
of net pre-production costs of the Joint Venture. 
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Bradina mine site 


The following are the production statistics from 
tune-up in mid-March to December 31, 1972. 


TOMS:O1 Ole: BVOK Cl tie ee eee 154,207 
TCS AN CL ees eae 111,024 
Tons of copper concentrate produced....... 1316 
Tons of zinc bulk concentrate produced... 9,226 
Average tons milled per operating day...... 550 
Average tons milled per possible 

ODE ALIS Cay eer cys yea Ae oer cee ere 3/5 


A number of mining methods were tried to ac- 
commodate the varying nature of the ore veins, 
including shrinkage stoping and open stoping 
methods. Currently, cut and fill utilizing talus fill 
from surface is being used together with some open 
stull and open square set where conditions require. 

The milling circuit is substantially stabilized but 
continuing tests are carried out to maximize re- 
coveries. A study is being conducted to re-examine 
the economics of apyrite circuit to recover a greater 
percentage of the precious metals present in the ore. 

Copper concentrate is sold under contract to 
a Canadian smelter and zinc bulk concentrate is 
sold under a five-year contract with two Japanese 
smelters. Details of these contracts were finalized 
during a most difficult transition period for the 
mining industry. In addition to excess production 
experienced throughout the world, a growing con- 
cern for environmental and ecological considerations 


Paul B. Coombs of the Bank of 
Nova Scotia with J. R. Croll 
during loading of the first 
concentrate shipment to Japan 


resulted in difficult negotiations to ensure that the 
concentrates could meet acceptable standards with 
respect to contained deleterious elements. At the 
same time, international currency revaluations acted 
detrimentally on these negotiations, and higher 
treatment charges were incurred in order to conclude 
satisfactory contract arrangements. 

Concurrently with production at the property, 
exploration was carried out on mineral claims held 
by the Venture adjacent to the existing mine. This 
work consisted of both surface and underground 
drilling with the objective of extending the known 
ore veins Containing present reserves and also to 
search for new veins which could show new mine 
potential. Results have been encouraging and addi- 
tional exploration work is planned for 1973. 

Investment in the project has been greater than 
originally estimated with respect to capital installa- 
tion, and operating costs have been higher because 
of the difficulties in attaining efficient levels of 


productivity. Some disruption in shipments was ex- 
perienced when a fire destroyed the dock at Prince 
Rupert in June of 1972 and a load of concentrates 
due for shipment the following month was lost. The 
concentrates were fully insured and final settlement 
is expected in the near future. Alternative arrange- 
ments have been made to ship from the Port of 
Vancouver, and these facilities will be used for the 
forseeable future. 

It is estimated that the property is now on a 
self-sustaining basis and will require only interim 
working capital financing of inventories and smelter 
settlements receivable. The labour force is at full 
strength, and 1973 is expected to show improved 
results. The current, strong price of base and precious 
metals is important to the economics of the Venture. 
Additionally, the project will be particularly sensi- 
tive to the imposition of any new provincial taxes 
or royalties. 


SUMMARY OF ORE RESERVES 


December 31, 1972 


Gold Silver Copper Lead Zinc 

Tons oz/ton oz/ton  %_ % 7 
Proven 214,200 0.09 7.82 0.60 129) 5.90 
Probable 224,100 0.09 8.08 0.59 2.03 6.69 
OWA 438,300 0.09 7.96 0.59 WO7 6.30 


December 31, 1971 


Gold Silver Copper Lead Zinc 

Tons oz/ton oz/ton % Jo Jo 
204,305 SOMO R OLO2 0.81 62 6.31 
347,345 0.10 9.94 0.72 2.41 7.36 
DMA) ONO 10.00 0.76 2.10 6.96 


During the year, 83,763 tons were mined from the proven and probable reserves and, in 
addition, 108,050 tons were deleted following mining experience. In the same period, 78,463 
tons were added to the reserves for a net change of 113,350 tons in the proven and probable 
categories. There was a slight increase in possible reserves from 502,000 tons to 508,000 tons. 


Base Metals 


During the year, exploration was limited to new 
work undertaken in an area of developing interest 
in British Columbia. 


There are no developments to report with re- 
spect to the Kowkash, Ontario, iron property under 
lease to The Algoma Steel Corporation, Limited. 
Demand for iron and steel is currently increasing 
but production of iron ore pellets from the Kowkash 
property depends on its economics compared to 
other sources of supply. The mandatory advance 
annual royalty payment of $200,000 was received in 
accordance with the lease agreement which is de- 
scribed in Note 8 of the financial statements. 


No work was carried out on the Foster River 
uranium claims in Saskatchewan or on the Gataga 
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River copper claims in British Columbia. Your Com- 
pany has net 63.125% and 60.625% interests, respec- 
tively, in these properties. Uranium production 
continues to exceed demand and there is no en- 
couragement for further work on these claims for 
the time being. Work done in prior years will main- 
tain the claim blocks in good standing until 1978. 
The development of mining properties in the Gataga 
River area will depend on economics influenced by 
a combination of metal prices and operating costs in 
this remote area. If the present high prices for 
copper can be sustained over a reasonable period of 
time, and transportation facilities in northern British 
Columbia are developed in the not too distant 
future, the Gataga River copper prospect can hold 
considerable promise. Additional work will be re- 
quired in 1973 to maintain these claims in good 
standing beyond 1974. 


During the year, the Company considered a 
number of submissions of prospects for examination 
in western and northern Canada. A 50 claim block in 
the Robb Lake area of British Columbia was taken 
under option and a field program of geochemical 
and soil testing was carried out. The claims overlay 
a regional trend of mineralized reefs in the Middle 
Devonian formation. Mineralization is predominantly 
lead and zinc similar to the deposits in the Pine 
Point area. The area is presently receiving consider- 
able interest from a number of companies. The re- 
sults of 1972 field work are being evaluated to 
determine the nature and extent of our interest in 
carrying out additional work independently or in 
participation with others in a larger program. 


Caal 


Your Company holds a net 63.125% interest in 
the Savanna Creek coking coal prospect located 
about 66 miles southwest of Calgary, Alberta. This 
interest is held through the Can-Fer Exploration 
Syndicate inwhich Bracell Petroleums Limited and 
Pacific Petroleums Ltd. also participate. The prospect 
comprises a northern block of 5,120 acres, after 
surrendering 14,080 acres during the year, and a 
southern block comprising 3,200 acres. 

The 1972 program was Carried out on the 
southern block and was planned to bring the prop- 
erty to a point where a preliminary feasibility report 
could be prepared. Two adits were driven to obtain 
more coal for bulk sampling purposes and four 
diamond drill holes were completed for a total of 
2,822 feet. The holes were geophysically logged and 
obtained additional geological data and information 
regarding coal intersections at depth. All work, 
including reclamation work, was carried out in ac- 
cordance with the requirements of the Alberta Gov- 
ernment. By the end of 1972, in addition to 
geological surveys, general prospecting and trench- 
ing, a total of five adits had been driven and 5,064 
feet of diamond drilling completed on the south 
block, 

This work has been reviewed by Paul Weir 
Company, of Chicago. |t is indicated that based on 
these studies, Current coal prices do not justify ad- 
ditional development work on the properties and 
1973 work will be limited to meeting reclamation 
requirements. The property is considered to be a 
valuable asset but one requiring improvement in 
markets and operating and transportation economics. 
Efforts will be directed to improving potential 
through integration with other coal operations in the 
area to achieve overall economies of scale. 


PETROLEUM 


At the year end the Company’s holding of 
2,041,295 shares of Bracell Petroleums Limited, 
formerly named Bralorne Oil & Gas Limited, rep- 
resented 48% of the issued shares of that company. 

The strong cash flow growth of Bracell was 
continued with substantial increases in oil and gas 
production. During 1972 the exploration and acqui- 
sition programs were expanded significantly. 
Important petroleum and natural gas rights were 
added in selected areas of the Prairie Provinces and 
southern Ontario. In addition, offshore acquisitions 
were made in the Celtic Sea off the southwest coast 
of England and in the Netherlands North Sea, a 
centre of current exploration activity. Geophysical 
surveys and reinterpretations were undertaken 
throughout the western Provinces, Ontario, the 
Canadian East Coast, onshore England and offshore 
Ireland. Exploration drilling operations expanded 
eastward in Canada to include southern Ontario 
and Quebec. 

During the year Bracell participated in 74 ex- 
ploratory and development wells of which 37 were 
completed as oil wells and 4 as gas wells. 


Field camp at Savanna Creek serviced by Crown Caterers 


ag i r 


Beitr 


Bracell Petroleums Limited Highlights 


NET PRODUCTION 
Oil production, barrels 
Daily average, barrels 
Gas production, MCF 
Daily average, MCF 

SALES & EARNINGS 
Crude oil and natural gas sales 
Mamagemenit (ees Carmied.o7e, ge. ea-s1c.-scee west s.a bas hice 
Gris MamlO Wel POrArO DEN AtlOMS:4 655 nats sn etm Beers scsaseeecaeeecaalen 
Depletion and depreciation 
Net income (Note 1) 
as iinlOMe Desay tat at rRe ora mrs eee cE Mt cri ce vem 
Net income per share* 

LAND HOLDINGS 
GS caaonesrIN OCT 2) heat ca, ter) Ranier eR oe |. iy 2 tN 
INC ERAGE carpmeryan Comet ee cate mrt fe akan SPcah tae Ble Metin Pant nl se tees et eer 


NEISRESERMES 
Oil and Condensate, barrels 
NET scx eee ree ae aT AS NEC ToL ch ieee Lanes RANE 


Natural gas, MCF 
ONS a Min cote oe ee aR MRE Re EES Ae aa ee REE CONG at 1 EM enna men ae te 


*Based on the average number of shares outstanding. 
NOTES 


1972 


547,796 
1,497 
2,143,766 
5,857 


$ 1,807,845 


185,413 
828,078 
584,326 
235,641 
21¢ 

6¢ 


6,589,242 


1,218,514 
1,440,874 


6,477,800 


26,000 


6,503,800 


67,339,000 


Increase 
1971 (Decrease) 
429,313 28% 
LAKE 
Pe orlh29 68% 
3,500 
1,407,426 28% 
189,877 ( 2%) 
706,688 17% 
405,194 44% 
291,266 (19%) 
20¢ 
8¢ 
7,593,839 (13%) 
1,160,139 5% 
VA39 573 
5,763,600 
428,600 
6,192,200 5% 
44 575,000 51% 


1. The decrease in net income was primarily due to the increase in the depletion rate resulting from the large investments made by 
Bracell for the acquisition of petroleum and natural gas rights which are not presently producing but have potential for future 


production. 
2. The reduction in gross acreage was primarily in the Hudson Bay area. 


ee Licences held by Bracell 


@@ il Fields 
@@ Gas Fields 
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CORPORATE DEVELOPMENT — 1973 


In mid 1971 your Company embarked on a three 
phase plan for corporate growth. The first step in- 
volved the acquisition of established and growing 
companies with good income records which operate 
in or serve the Canadian petroleum and mining in- 
dustries. The purpose of this step was to combine 
these companies with the then existing operations 
into one corporate entity to provide the stable in- 
come and cash flow base required for an expanded 
exploration program. 

At the end of 1972 this first phase was basically 
complete with all acquired profit centres now oper- 
ating as divisions of Bralorne Resources. The Com- 
pany is about to embark on step two, an expanded 
petroleum exploration program and, to a lesser 
extent step three, expansion of its mining 
exploration effort. 

It is your Company’s intention to acquire a 
meaningful direct stake in the petroleum industry 
during 1973. A significant portion of the cash flow 
from operations will be dedicated to this effort. The 
program would be carried out by a separate oil and 
gas division or a controlled subsidiary of the Com- 
pany. Operations will be primarily in western 
Canada but may include land acquisitions on a 
global scale where considered suitable. In order that 
the Company’s interests in the petroleum industry 
may be fully co-ordinated, consideration is being 
given to the future role of Bralorne’s investment in 
Bracell Petroleums Limited. 

In the area of mining exploration your Company 
oncentrate its efforts in 1973 on a re- 


ExDects to ¢ 


evaluation of the Bralorne Pioneer gold mine claims 
in the vicinity of the original workings. There are 
large areas of unexplored and untested ground on 
both the upper and lower levels of the old workings, 
which potential target areas are made more attrac- 
tive by the recent rapid increases in gold prices. 

Independent consulting reports have been com- 
pleted and a drilling program for 1973 is being 
developed. Indications are that the program will be 
underway in the second quarter. 
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Petroleum exploration 


eee rains ~. 


P. J. Weishaupt, Exploration Manager (Mining) 
J. C. Mitchell, Project Engineer 
J]. S. Thomson, Assistant to the President 


While the primary thrust of the Company in 
1973 will be toward expanding its petroleum and 
mining exploration efforts, additional attractive op- 
portunities to expand its natural resource support 
divisions will also be pursued. In this respect the 
development of a Mackenzie Delta contract trans- 
portation operation is currently in process. Con- 
tracts for the construction of two river tugs and four 
river barges have been let by the Company’s wholly- 
owned subsidiary, Eagle Industries Limited. These 
units are expected to be completed and launched in 
early May. Consideration is being given to inviting 
direct public investment in Eagle Industries Limited 
to provide additional funds for effective participa- 
tion in the anticipated rapid growth in the sphere of 
Arctic transportation. 

In addition to establishing new support activi- 
ties, the profitable expansion of the Barber and 
Eagle Groups will continue to be pursued by their 
management teams. 


ce) 


Bruce Rome, President of Eagle Industries 
Limited reviews construction progress with 
the builder 


At left, one of our tugs begins to take shape 


BRALORNE RESOURCES LIMITED 


(formerly Bralorne Can-Fer Resources Limited) 


AND CONSOLIDATED SUBSIDIARIES 


ASSETS 


GURRENDTASSE Po: 


ANC OOUMES TECORV AUD ea ek ae kate eee ere 
Marketablesecurities: (Notes 2vand (G) seme eee eee 
Amount recoverable from oil production....................0.. 
Inventories, consisting principally of raw materials, 
stores and supplies, at the lower of cost 
Ana ete ea lime Oles Vall Gane tae piey Meee ee eet eee 
Prepaid expensesiancvother assets... s1 nen ern aan ene 


INVESTMENT IN BRACELL PETROLEUMS LIMITED (Note 3).. 


INVESTMENT IN BRADINA JOINT VENTURE (Note 4)............ 


OVER GASSES. 
Long-temmiureceivable (Note ie cernc ee ad a eee 
Sundry investments and advances (Note 6)...................... 
Deferred exploration expenditures (Note 7).................... 


CAPITAL ASSETS: 
Mining properties leased to The Algoma Steel 
Corporation, Limited under royalty agreement, 
at. Cost (NOTE: By i. Currie aie che teen ates ete tee 
Mining properties and other assets at Bralorne, B.C......... 
Other capital assets, at cost less accumulated 
GEPFECLATIOMIIN © EGO) eae ee eee ee 


INCORPORATION AND ORGANIZATION COSTS OF 
SUBSTDLARTES oct h icici eer ite rer Loner ae Fea ear 


EXCESS OF COST, LESS AMOUNT ALLOCATED TO 
REVALUATION OF CAPITAL ASSETS, OVER NET BOOK 
VALUE OF ACQUISITIONS (Note 1) 


SIGNED ON BEHALF OF THE BOARD: 


Paul Porzelt, Director 


F. W. Fitzpatrick, Director 


CONSOLIDATEL 


December 31 


1972 1971 
$ 285,732 $ 1,034,416 
3,584,491 3,372,235 
155,196 = 
250,091 = 
1,627,818 1,580,416 
137,362 55,977 
6,040,690 6,043,044 
2,175,899 2,093,228 
3,504,568 1,324,943 
875,000 1,050,000 
69,318 368,462 
579,856 450,983 
1,524,174 1,869,445 
203,255 203,255 
23,087 113,009 
5,158,815 5,322,790 
5,385,157 5,639,054 
= 80,792 
530,393 385,752 
$19,160,881 $17,436,258 


Certain 1971 figures have been restated as explained in Note 11 and other figures 
have been reclassified for comparison with 1972. 
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LANCE SHEET 
LIABILITIES AND SHAREHOLDERS’ EQUITY 


December 31 


1972 1971 
CURRENT LIABILITIES: 
Baim lOans(INOte O)iaee ce nana ea eet tueie edi acue aero 2,081,089 $ 268,517 
Accounts payable and accrued liabilities........................ 1,659,989 2,014,674 
IMRCOMIE CANE Sea Valo Le eenc pet ihe eee ce eure Sts shane ames 268,628 107,344 
Long-term debt due within One year................000006c00000-0- 64,501 291,190 
4,074,207 2,681,725 
LONG-TERM DEBT: 
Term bank loan, secured, with interest at 142% above 
prime rates, repayable in equal annual instalments 
of $800,000 commencing in 1974 (Note 10).............. 4,000,000 4,000,000 
Deferred purchase consideration arising from 
AcguISIUON, Ol Subsidiaries (Note (5.2.0... cee 2,212,850 ZO N28 50 
5% mortgage maturing in 1980 and repayable in 
OMe VenASt al (MENNES ae ohne, cee eae ee ae cece 446,864 473,864 
@Othernsectired liabilitiessse ee ene ee ee 23,378 645,860 
6,683,092 7,332,574 
ess: Amount due within one Veal... 2... cc. 64,501 291,190 
6,618,591 7,041,384 
DERERREDAINGCOME TAXES (Note: (ile. 4cescteteet encase _ 10,396 
MIN@RUDYSUNTERESI EN SUIBSIDUARY:.c2.0 tude eee eee ee _ 173) 075 
10,692,798 9,906,580 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 12): 
Authorized — 7,500,000 shares of no par value 
lsstiec =m Sonal Osi ar @Saene.: ee ei ane eke 5,930,428 5,930,428 
Retalme@eatmines WN Otel Iien.. tansen eke csasee ee a lew 2,537,655 1,599,250 
8,468,083 7,529,678 
COMMITMENTS AND CONTINGENT LIABILITIES (Note 13) 
$19,160,881 $17,436,258 


AUDITORS’ REPORT 
To the Shareholders of Bralorne Resources Limited: 


We have examined the consolidated balance sheet of Bralorne Resources Limited and its subsidiaries as at 
December 31, 1972 and the consolidated statements of earnings and retained earnings and source and disposition 
of working capital for the year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

As explained in Note 11, the companies have discontinued the practice of providing for deferred income taxes 
and have adopted the practice of providing in tfe-accounts only for the taxes payable on taxable income for the 
year. This accounting treatment is not in accordance with the recommendations of the Accounting and Auditing 
Research Committee of the Canadian Institute of Chartered Accountants. The change has been made with retroactive 
effect, as is appropriate in the circumstances. If the companies had followed their previous practice, provision for 
deferred income taxes for the current year would have amounted to $341,000 and consolidated earnings for the year 
would have been reduced by the same amount ($.07 per share), deferred income taxes accumulated to December 31, 
1972 would have amounted to $842,000, and consolidated retained earnings would have been less by $324,000. 

In our opinion, except for the discontinuance in the companies’ practice of providing for deferred income 
taxes and its effects as set out in the preceding paragraph, these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1972 and the results of their operations and the source and 
disposition of their working capital for the year then ended in accordance with generally accepted accounting 
principles applied, except with regard to deferred income taxes, on a basis consistent with that of the preceding year. 


Vancouver, B.C. Price Waterhouse & Co. 


March 601973 Chartered Accountants 
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BRALORNE RESOURCES LIMITED 


(formerly Bralorne Can-Fer Resources Limited) 


AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 


REVENUES: 

Sales of products and services.......... Aa karate ote Ee ae 
NEG TESE NY Sass taste ueaate ye cose te te eta leeren Sed te aD AEC one reste Leer er 
Other income, including profit on sale of investment...... 
Rovaltw income (INOtGIS ii awe ney eeer can eee eset a 
Oi POGUE OM EVER eeen bere reaies freee ny ee ee nee 
Management charges to.others sever eee 
Increase in share of retained earnings of 

Bracell Petroleums Limited (Note 3)..................0... 


COSTS AND EXPENSES: 

COS On salesveandiserVicesiesd sk Gino me er ahah Re eae 
Administrative and general...... shea ale Ace AO toa eile Aes eee 
lterestom ome-tenna iclebticsysse ener eee eee nave a entre 
TSK TEES a Cees er ae en) co ele een Se 
PQ PTC HAUG IS ee co. su ten oe oasis te Nat tee Ree eared 
WYe1 6) (ene) GPP RG LAN ee wom A HAR AIAN a MITER AS hd 


Mining exploration Costs (INOLEy7 )ize wis o an neon 


Earnings DeroreriImCoMmeilaxes usw teeta eres 


Income taxes (Note 11) 


Earnings for the year (Note 11).......2.......... 


Retained earnings, beginning of year as restated (Note 11).... 


Incorporation and organization costs of subsidiaries 
WEIECENIZOTE S12 patie ca gets pelea rik: Aerie vib ts Lees a a 


Retained earnings, end of year 


Earnings per share (Note 11) 


Year ended 
December 31 
1972 1971 

(as a corporation 
(consolidated) — Note 1) 
$16,030,467 D 1X6, 55” 
350,225 226,476 
138,616 22,799 
200,000 200,000 

199,909 — 
205,043 167,814 
82,671 141,637 
17,206,931 1,515,278 
12,748,814 762,503 
2,160,959 BaD, O31 

324,860 _ 
111,524 DW) 
415,236 59,088 
199,909 O22 
18,756 80,083 
15,980,058 S19 7653 
1,226,873 195,425 

209,227 — 
1,017,646 195,425 
1,599,250 1,403,825 
2,616,896 1,599,250 

79,241 _ 
$ 2,537,655 915599) 250 
$.21 $.04 


1971 earnings have been restated as explained in Note 11 and other 1971 figures 
have been reclassified for comparison with 1972. 


18 


BRALORNE RESOURCES LIMITED 


(formerly Bralorne Can-Fer Resources Limited) 


AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF SOURCE AND DISPOSITION OF WORKING CAPITAL 


Year ended 
December 31. 
1972 1971 
(Note) 
SOURCE OF WORKING CAPITAL: 
From operations — 
Earnings for the year................000000005 eR eR rer $1,017,646 $ 195,425 
Items not affecting working capital: 
ED SORE CIAO Mees eet ten. eas dar, Seen Ate op oe 415,236 59,088 
Increase in share of retained earnings of 
Bracell Petroleums Limited..................... . (82,671) (141,637) 
CU tTe ct rae, 8 VP Re en ere ee (21,929) 142,360 
Gash tlow tron Operations...) 1,328,282 255,236 
Proceeds from disposal of capital assets........0...0....0000..... 350,038 214,387 
Brecactetiye ech ial etl Crchtnl one Net oan cee cua ee er rie eae rn. GG oe ye ee _ 4,000,000 
Instalment on long-term receivable. .....0.00...00000000000.000..... 175,000 175,000 
Disposal of subsidiaries, sundry investments 
LUCIE Cl NaN Se neg et peeerae tae ere rene DS. eta lene 275,237 — 
Reclassification of sundry investments to 
GUEPemUrasSEtSi GINO Ole eaten are ate csier eel see cuca 218,653 a 
(GN eee OE Re Pe eee ee ~ ne 62/030 
— 2,347,210 4,707,461 | 
DISPOSITION OF WORKING CAPITAL: 
Investment in subsidiary companies, including tax of 
$171,467 on 1972 corporate reorganization (Note 1) 498,302 2 WAAC 
Expendituresior Capital assets)... 1... Dana eee 7 747,689 22, 
Investment in Bradina Joint Venture.......... PAE ene ae cee 2,179,626 1,324,943 
Exploration. exwenmditUres:ircniaansuiecses.sonc ieee eyeeowwee ee 147,628 207,273 
Reduction in long-term debt, excluding amount 
Ke lac eat Omsubsi@talics sOld saree wena ath cece tet 168,801 a 
3,742,046 6,766,415 _ 
Decrease in working capital................ 1,394,836 2,058,954 
Working capital beginning Of VOals clea. dircushs.mcnereraibnacay aise __ 3,361,319 _ 2,901,694 
; 1,966,483 842,740 
Add: Working capital of subsidiary companies acquired. ; — Dewey SyAS 
Wy Oui cea Dita eMC Oly VSal. males vtec seede. date eer sedans $1,966,483 $3,361,319 


Note: 


This statement is prepared for Bralorne Resources Limited as a corporation in 1971 to conform 
with the statement of earnings (Note 1), with working capital of subsidiary companies acquired 
in 1971 added to reflect the working capital position shown in the consolidated balance sheet. 


Certain 1971 figures have been restated as explained in Note 11 and other figures 
have been reclassified for comparison with 1972. 
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BRALORNE RESOURCES LIMITED 


(formerly Bralorne Can-Fer Resources Limited) 


AND CONSOLIDATED SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1972 


Tt, PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements for the 
year ended December 31, 1972 include the accounts 
of Bralorne Resources Limited (Bralorne) and its 
wholly-owned subsidiaries, the principal of which are 
Eagle Industries Limited (Eagle), Crown Caterers Co. 
Ltd., Bruce Rome Construction Ltd., Barber Mach- 
inery Co. Limited (until its voluntary liquidation on 
June 30, 1972 when its assets and undertakings were 
transferred to Bralorne) and Engineered Oil Controls 
Ltd. As of January 1, 1973 the assets and operations of 
all subsidiaries except Eagle and Engineered Oil Con- 
trols Ltd. were merged into Bralorne. 

The shares of Barber Machinery Co. Limited and 
Engineered Oil Controls Ltd. were acquired on De- 
cember 31, 1971 for $3,500,000 plus a contingent ad- 
ditional payment based on earnings of the acquired 
companies as explained below. Of the determinable 
amount payable, $2,625,000 was paid on December 
31, 1971 and the balance of $875,000 is payable with- 
in 60 days atter December 31, 1976. The deferred 
payment is subject to upward adjustment to the ex- 
tent that 1.3 times the average combined earnings 
before interest and income taxes of Barber Machinery 
Co. Limited and Engineered Oil Controls Ltd. for the 
two years ended December 31, 1976 exceed $875,000. 
This liability, including the indeterminate amount if 
any, is evidenced by debentures secured by a first 
floating cnarge upon the undertakings and assets of 
the company, but subordinate to security that may 
be created for purposes of any major financing. The 
15% tax paid on the undistributed income at Decem- 
ber 31, 1971 of Barber, to permit distribution to 
Bralorne of such income in the course of a corporate 
reorganization, amounted to $171,467 and was treated 
as an adjustment of the cost of the net assets acquired. 

Pursuant to an offer made on December 20, 1971, 
the Company acquired all of the outstanding shares of 
Eagle Industries Limited for $4,050,030. Certain prin- 
cipal shareholders of Eagle agreed to defer 50% of the 
payments due to them, arnounting to $1,337,850, to 
December 30, 1976. 

Certain shareholders, who constituted key man- 
agement of the Eagle group, entered into employment 
contracts with Eagle and/or Bralorne for a period of 
tive years from January 1, 1972. In addition to re- 
muneration at normal rates during this period, these 
shareholders will be entitled to receive payment, by 
February 28, 1977, of an amount calculated as 1.65 
times the amount by which the average consolidated 
earnings before interest expense and income tax of 
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Eagle for the fiscal years ending on December 31, 
1975 and 1976 exceeds similar consolidated earnings 
for the fiscal year ended October 31, 1970. 

Since these acquisitions were made at the end of 
the 1971 fiscal year they had no effect on the Com- 
pany’s net earnings for 1971 and accordingly the re- 
sults of their operations were not included in the 
accompanying statements of earnings and retained 
earnings for that year. However, the assets and liabili- 
ties of the acquired companies were included in the 
consolidated balance sheet as at December 31, 1971. 
Of the excess of the cost of these acquisitions over 
the net book value of the assets acquired (after the 
restatement in respect of deferred income taxes re- 
ferred to in Note 11), $2,478,588 has been allocated 
to capital assets, based on appraisals made by General 
Appraisal of Canada Limited. 


2 WARKETABEESECURIIMNES: 


Marketable securities consist mainly of shares in 
mining Companies and had a quoted market value at 
December 31, 1972 of $136,685. 


3. INVESTMENT IN 
BRACELL PEDROLEUMS EIMITED: 


The Company holds 2,041,295 shares of, equal to 
a 47.7% interest in, Bracell Petroleums Limited (for- 
merly Bralorne Oil & Gas Limited) which in 1969 con- 
cluded an exploration agreement with Celanese 
Resources Limited, a subsidiary of Celanese Canada 
Limited. This agreement as amended April 1, 1971 in- 
cludes provisions whereby that company can acquire 
by share subscription a 50% interest in Bracell over a 
period not exceeding five years. Under the agreement, 
as amended, Celanese Resources also has the right to 
approve any further share issues by Bracell and is 
granted a further option to purchase up to 250,000 
shares at $2.00 each, for a period of six months ending 
no later than June 30, 1975, exercisable to the extent 
of the equivalent number of shares, if any, issued in 
the period April 1, 1971 to June 30, 1975, to parties 
other than Celanese Resources. To December 31, 1972, 
1,625,000 shares had been issued under this agree- 
ment. The Company carries its investment in Bracell 
at cost plus $335,701, representing its equity in un- 
distributed earnings since acquisition. The quoted 
market value of the shares held at December 31, 1972 
was $4,899,108. 


4. INVESTMENT IN BRADINA JOINT VENTURE: 


The Company entered into a joint venture with 
Nadina Explorations Limited (NPL) to bring into pro- 
duction certain mining properties located near 


Houston, B.C. The Company assigned one-half of its 
interest in the joint venture to Pacific Petroleums 
Ltd. and, as a result, effectively retains a 25% interest 
in the joint venture after recovery of its investment. 

Because of a number of start-up problems with 
the mine and the related mill, to December 31, 1972 
the joint venture has not been able to sustain pro- 
duction at a satisfactory level and operations to that 
date have been treated in their entirety as relating to 
the preproduction phase. The value of concentrate 
produced has been treated as a credit to preproduc- 
tion expenses, and no profit or loss has been reflected 
by the Company on its interest in the joint venture 
operations. 

Charges and credits to preproduction expenses 
since commencement of the project in June 1971 are 
as follows: 


Mining and development........................ $2,036,842 
IVADIIIR NIE Pee Ae res eben aceasta A eae, 469,976 
Surface, haulage and general.................. 277,339 
Mine site administration and consulting 382,196 
eee ROS Been eens eee Aone aes aden eens 495,102 
Managementtees ..c6424. mccain oe 3035830 
3,965/7285 

Less, net value of concentrate produced f 360/26) 
Net preproduction expenses........... $2,585,024 


The balance sheet of the joint venture as at De- 
cember 31, 1972 is summarized as follows: 


Capital assetsestee ete. cans $3,943,087 
Preproduction expenses... 2,585,024 
Deferred exploration 
expenditures..2........- 81,083 
Concentrate inventories, 
at estimated 
realizable value.......... 639,738 
@tnenas sels ani) eee 618,474 
7,867,406 
Deduct: 
Short-term advances 
by Bralorne and 
RACITIOR aa ehra $200,000 
Other Wwabilitiesman..5. 475,886 675,886 
DL AS 520 
Contributions by venturers: 
Bralorne Resources 
LIPRRIO SOR ss aeerorses $3,504,568 
Pacific Petroleums 
[ECC Ae mente hea 3,504,568 
Nadina Explorations 
limited GNP). 2. 182,384 


$7,191,520 
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5: LONGTERM RECEIVABLE; 


Under a 1968 agreement for the sale of the Com- 
pany’s interest in Con-Force Products Ltd., a ten-year 
7% instalment debenture of that company was re- 
ceived on account of previous advances. The remain- 
ing instalments of $175,000 per annum are due in 
November each year to 1978, the non-current portion 
being shown separately in the accompanying balance 
sheet. 


6. SUNDRY INVESTMENTS: 


In 1972, investments in shares of publicly traded 
companies, government bonds and other assets total- 
ling $218,653 have been reclassified from long-term 
LOseUIneMEraSSels: 


7. DEFERRED EXPLORATION EXPENDITURES: 


Exploration expenditures on mining properties 
continuing under examination are deferred and will 
be amortized against production revenue from the 
relevant properties or written off upon cessation of 
work thereon. Deferred expenditures in respect of the 
Savanna Creek coking coal property in southwestern 
Alberta to December 31, 1972 aggregate approxi- 
mately $415,000. 


8. ROYALTY CONTRACT WITH THE ALGOMA 
STEEL CORPORATION, LIMIMED: 


Certain mining properties have been leased to 
The Algoma Steel Corporation, Limited for a period 
of ninety-nine years from August 1, 1965, with op- 
tions to renew. Among other terms, the agreement 
provides for an advance annual royalty of $200,000 
for a maximum period of 20 years or until the date of 
the first shipment of iron ore pellets from the mining 
properties. However, from the commencement by 
the lessor of incurring expenditures to bring the prop- 
erties into commercial production, no royalty shall 
be payable for the lesser of (1) four years or (2) the 
period to the date that iron ore pellets are shipped 
from the mining properties. These annual payments 
are to be applied against royalties as pellets are ship- 
ped. The annual royalty on iron ore pellets shall not 
be less than $350,000. This minimum payment would 
be reduced if steel ingot production in Canada is less 
than 75% of rated capacity. 

The advance annual royalty has been recorded as 
income but provision for depletion of the mining 
properties has not been made since no ore has yet 
been produced from them. 
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Other capital assets carried at cost, including 
$2,478,588 of the acquisition cost of subsidiaries al- 
located on the basis of appraisals as referred to in 
Note 1, are as follows: 


1972 197% 
Accumulated 
Cost depreciation Net Net. 
Landvatrd: MMPFOVEN Tents ey ere Uk eto aioue cas $ 560,716 $ — $ 560,716 $ 734,141 
EDU TGUN ETERS eh creer neces tae ce es eee Gone es ee en a 1,658,658 607,694 1,050,964 1,007,650 
Piura: aid) GREETS ete cee ane eet rere 252,104 129,086 UZ3,Oike 117,390 
Portable Campi siecanghsarsceakon ern aes seer eee 1,678,466 566,886 Pd 300 1155;910 
GCONSIHECTON, QAUIDMOENES ween te ake ae eee 1,279,090 481,272 797,818 827,000 
Industrial machinery and equipment.................. ZY FOTN 1,466,494 1,310,224 276 927, 
ALLOMIO tVEcEQUIDIN EM beau.) u eat meer ee 230,139 84,161 145,978 136,679 
WES Ser Ui IMer Chie ack ee ae cee aE ee eee 88,510 29,993 5G AY, 69,093 
$8,524,401 $3,365,586 $5,158,815 $5,322,790 

10. BANK LOANS: 

As security for the term bank loan of $4,000,000 
and an available operating line of credit of $2,500,000, 
the Company has issued a debenture for $6,500,000 
providing a first fixed charge over certain assets of the 
companies including real estate (subject only to an 
existing mortgage), the long-term receivable and the 
shares of Bracell and a floating charge over all other 
assets of the companies. 
11. INCOME TAXES: 

Management believes that tax allocation account- 
ing as recommended by the Accounting and Auditing 
Research Committee of the Canadian Institute of 
Chartered Accountants is not appropriate for com- 
panies engaged in extractive industries. Accordingly, 
in 1972 the Company and its subsidiaries adopted on 
a retroactive basis the principle of providing in the 
accounts only for the taxes payable on taxable in- 
come for the year. This accounting treatment differs 
from the tax allocation basis by which the income 
tax provision is based on income reported in the 
financial statements. 

The reversal in 1972 of deferred income taxes re- 
corded in prior years results in adjustments to earn- 
ings and retained earnings previously reported, as 
follows: 

AS Provision for 
previously deferred income As 

Retained earnings reported taxes reversed restated 
Balance at beginning OF, 19/1 sie. ners $1,464,825 $(61,000) $1,403,825 
ECCI EMUNOL AH ROH OM be Wal eee tie Mc apMa a ven amp Uihotnes fe 151,425 44 000 195,425 
Balance atiend-oil Ose Gaerne cules Wie $1,616,250 $(17,000) $1090 250 
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If the tax allocation basis had been followed, 
deferred income taxes would have been provided in 
1972 in the amount of $341,000 ($.07 per share) and 
earnings for the year would have been reduced ac- 
cordingly. Accumulated income tax reductions re- 
lating to timing differences amounted to $842,000 to 
December 31, 1972. At that date, the Company had 
accumulated income tax losses aggregating $585,000 
which may be applied in determining future taxable 
income and which expire in 1974 to 1977. 


TZ NGCENTIVE STOCK OPTION PLAN: 


Under the Company's incentive stock option plan, 
242,585 shares have been reserved for options which 
may be granted from time to time to officers and 
key employees. Options outstanding at December 31, 
1972 were as follows: 


Year Term No. 
of of of Option 
grant option shares price 
1970 5 years 70,000 $2.88 
OA 10 years 100,000 167, 
1972 5 years 30,000 as 
200 000_ 
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Options granted in 1970 are exercisable cumula- 
tively as to one-fifth of the shares under option each 
year during the term of the options. Options granted 
in 1971 and 1972 are exercisable in total or in part 
at any time during the term of the options. No op- 
tions were exercised during the year. 


13. COMMITMENTS AND 
CONTINGENT LIABILITIES: 


Contingent additional payments relating to com- 
panies acquired in 1971, the amount of which cannot 
be determined prior to December 31, 1976, are re- 
ferred to in Note 1. Eagle Industries Limited has en- 
tered into a contract (payment of which is guaranteed 
by Bralorne) for construction of two tugs and four 
barges at an estimated cost of $850,000. 


14. DIRECTORS’ REMUNERATION: 


The aggregate remuneration for the year ended 
December 31, 1972 paid to the Company’s directors, 
including salaries of those holding positions as officers 
of the Company, amounted to $94,007. 
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The favourable impact of acquisitions made by the Company 
at the end of 1971 on operating cash flow and net earnings 
is reflected in the comparison of results for the first half of 
1972 with the previous year. Cash flow from operations be- 
fore income taxes was $1,125,000, or 23.2c per share, up 
sharply from $63,000, or 1.3c per share last year. Net earn- 
ings were $705,000, or 14.5c per share, compared to $24,000, 
or 0.5c per share. Cash flow and net earnings in the second 
quarter met target expectations, given the fact that several 
of the Company’s operations are tied closely to northern Can- 
adian oil development where operations are concentrated in 
the December to April winter period. 

Although now a major supplier to the oil and gas industry 
in the north, the Company is moving to expand its operations 
in this area in anticipation of an acceleration in oil and gas 
exploration and also probable pipe line construction. Cur- 
rently, a warehouse to serve the Company’s rapidly growing 
northern catering services is under construction at Inuvik 
near the Arctic Coast. 

The Company is continuing its exploration program on the 
Savanna Creek coal property in Alberta. A further three 
month program of diamond drilling and adit driving com- 
menced in early July. In British Columbia, the Company 
recently acquired mineral claims in the Robb Lake area and 
will carry out geophysical and geological work on the claims 
this summer. This area is receiving considerable interest from 
several major companies. Additionally, exploration work in 
the vicinity of the Bradina project is being carried out to ex- 
pand known ore reserves; this area is also receiving attention 
from a number of major companies. 

The pre-production phase of the Bradina Joint Venture 
mine was completed at the end of June. Distinct improve- 
ments have been made in metallurgical performance, and 
dilution of ore has been reduced. Further improvements in 
mining and metallurgy, combined with a favourable trend in 
metal prices, should enable the project to begin recovery of 
investment before the end of the year. 

Strong growth was experienced in the Company’s oil and 
gas investments in the first half of 1972. Bracell Petroleums 
(formerly Bralomme Oil & Gas) which is 51% owned by Bra- 
lorne, continued its excellent operating cash flow growth, 
recording $390,000 in the first half, up 73% from the same 
period last year. Shareholders are reminded that while the 
Company does take up its share of Bracell’s net earings, it 
does not consolidate cash flow. 

Shareholders are asked to note two changes: Firstly, re- 
flecting the broader natural resource base of the Company, 
its stock listing will be changed from the mining to the indus- 
trial section on the Toronto and Vancouver Exchanges, ef- 
fective August 21, 1972. Secondly, the Company’s head office 
has been moved to 1005 Two Bentall Centre, Vancouver 1, 
B.C., in order to consolidate all Vancouver based personnel. 


Yours very truly, 


a. | | 
a aa 9s) Zz i ie 
\/ & Ne, va L gp STE 
[(4Atcc yen Ly? 4 Ae PSG mE —" 
‘ Os, Vy 
Paul Porzelt, / / UY FW. Fitzpatrick, 
Chairman CH President 


August 7, 1972 


BRALORNE RESOURCES LIMITED 
CONSOLIDATED STATEMENT OF EARNINGS FOR THE PERIOD ENDED JUNE 30, 1972 


(thousands of dollars) 


Three months Six months 
ended June 30 ended June 30 
1972 1971 1972 1971 
Revenues: 
S| Cuan Renee enter aera: pres Apart norte i. 60 Sa 8 0 < eR OO NE $3,566 $ 267 $9,262 ny oe 
Royalty, investment and sother income event enrages << se--ee eee 186 110 407 220 
3,752 377 9,669 812 
Expenditures: 
Operating, administrative and -peneraljq. meray en eenne csc esc ae 3,417 364 8,332 749 
Gales ek ah ee ees eRe ae dee poarncddee cue adoasade coo abcomaepaam an dce Amenomr noatae 204 123 - 212 - 
3,540 364 8,544 749 
Cash flow from operations before income tax€S ).2e..-0-.--01s.- 3-22. 5er er 212 ih) 1,125 63 
Current -imeome | taxes (recovery) ice at-e scant teeta eee as sis echo cena (130) - 180 - 
Cashflow from, operations ...5)203. sceesenee ene nes emaetad. cones. sales aea gee 342 13 945 63 
Non cash provisions: 
Depreciation; and: depletion 2. csgeeces as cetera ae ee o's ys or ooo 109 41 282 84 
Deferred incomextaxeS S26. onset ee ea deta tie selene eradeeeer (53) (11) 19 2 
Increase in share of retained earnings of Bracell ......................0008 (30) (14) (63) (52) 
Od a=) anaes are ine tee Sone eee encore aah dnoGonodce Sarecenbocd ot Reena eMepene re coec 2 1 72 5 
28 17 240 39 
Neb) Carnings bc... cod. desce gk Sacto nacah eters taten ube doc temiceaioits twice inane tyne eee $ 314 $ ( 4) $ 705 $24 
Per share: 
Cash flow from operations — before current income taxes ........... 4.4c URE Ke 23.2¢ 136 
— after current income taxes .............. Hale 0.3¢ 19.5¢ ih ske 
Nethearmings: aiicaasatira near ee Ree eee ae nee. ras wa haa 6.5¢ (0.1¢) 14.5¢ 0.5¢ 


CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF WORKING CAPITAL 
FOR THE PERIOD ENDED JUNE 30, 1972 
(thousands of dollars) 


Six months 
ended June 30 


1972 1971 
Source of working capital: 
Cash; flow from operations. s.ce2 queers re sarees saan eaa ke sec dace dvienisley $ 945 Caos 
Disposition of working capital: 
Investment jim subsidiary com panie sumer cere ece se mer sri ts ns oder ce accne ae 296 - 
Investment in) Bradina JointeVenturemeramees- csr entries se ase 1,565 - 
Exploration expendittres) pons ee meneame erence ecards ertsisamiaciacae het 28 39 
Capitalvexpendittires! (MeL) wears centre esr eres tering. cise cin cinsle cee 239 (Gx) 
Repaymentsof long tet deDt gaerr nate ea ientetey ts oa crns seem 224 - 
sundry investments and otheriyitas. s.csscarse nce gen tings dc ten see naas onnae 63 128 
Payment of tax on undistributed income of subsidiary ................ 171 - 
2,586 226 
Working capital ‘change utace mona: satesseite teeter «ttenaint xslt ns verses aera (1,641) (163) 
Working capital, beginnings of pemod Maerremt iden ite no- et -ncanr ein tae 3,361 2,902 
Working ecapital, end Ofsperlodamaenere renee nee nce ayia dls ce renter ere $1,720 $2,739 


Subject to audit and year end adjustments. 


